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Scratch-Pad 


Glamour—tThe Ersatz Incentive of Our’Times 


Arvin E. Dopp 


President Roosevelt’s request for 
universal service legislation, the most 
spectacular proposal bearing on our in- 
dustrial war effort yet offered, is slated, 
according to the Washington seers, to 
meet with such continued resistance in 
all quarters that it will never be granted, 


or if a “token” law is passed, it will be 


so weak as to be entirely ineffectual. This 
is about the substance of the thinking of 
professional Washington observers and 
the exclusive set of writers who trade in 
that shadowy journalistic commodity 
known as the “news behind the news.” 
However, the possibility that there 
might be national service legislation 
ought not to be so lightly dismissed. 
The war is not over; it may last much 
longer than any of us expect; and the 
longer it lasts, the more likelihood that 
President Roosevelt’s request will be 
granted. Moreover, there are powerful 
forces behind ‘such: legislation—the Sec- 
retaries of Army and Navy, other influ- 
ential members of the administration, 
and vociferous though small minorities 
in Congress. A concerted effort by.these 
forces at the right time later on might 
be able to get a universal service bill 
with teeth in it approved by Congress. 

Judging by experience in England, 
national service legislation is not a spe- 
cific for strike prevention. Such an in- 
strument has not been found in any 
democratic country. However, the law 
might have other purposes beyond that. 
For example, it could be regarded as a 
easure to step up morale, and it is 
even conceivable that the President and 
his advisers are looking upon it in this 
light. Indeed, the very act of making 
a request for such legislation, they might 
have reasoned, would serve to remind 





the country that its government believes 
that the toughest part of our war pro- 
gram is still ahead of us and that drastic 
reorganization must be made in the 
civilian economy. 

The subject of national morale is a 
large one—much too large for discussion 
in these columns. There is one phase, 
however, that is pertinent to the everyday 
work of industrial managers, and that is 
the morale of workers. This is also a 
big subject but one that at least permits 
hazarding a few general, and perhaps 
crude, impressions: 

1. In the absence of a law similar 
to England’s Essential Work Order, 
American industry has had to recruit its 
workforce through voluntary means. 
However, to make voluntarism work, the 
employer and the government have been 
forced to practices, which, if we are to 
be thoroughly honest, amounted to some- 
thing veryclosely resembling bribery. 

2. These practices have generally 
taken two forms: high wages and 
glamour. If an employer cannot offer 
these inducements, he has very little 
chance in the labor market. In them- 
selves there is nothing wrong with high 
wages, or with glamour, but when high 
wages become inflated wages and glam- 
our induces false notions about jobs and 
negates the timeless truth that man must 
earn his bread by the sweat of his brow 
—then both kinds of incentives are 
wrong and dangerous. 

3. The war worker, to a large extent, 
has been the victim of over-glorification, 
in some instances to a gross and absurd 
degree. By the action of individuals and 
groups that believe it expedient to ap- 
pease him and to flatter him, he has 

(Continued on Page 4) 
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GENERAL OUTLOOK 

Now that General Eisenhower has 
given official status to the theory that 
German defeat will come in 1944, post- 
war planning is taking on added 
urgency. But no responsible authority 
has so far ventured to predict the month 
in which victory will occur, and all gov- 
ernment schedules are predicated on the 
supposition that the worst of the fighting 
is yet to come. 

In any case, however, 1944 promises 
to be a year of reconversion, since cut- 
backs in some lines of war production 
are already releasing materials for peace- 
time goods. 

It is likely, too, that much of the 
glittering postwar future, so hopefully 
publicized in the last few months, de- 
pends upon how successful government 
and business are in dovetailing resump- 
tion of consumer goods manufacture 
with cutbacks, and so easing over the 
transition period. 

There are, nevertheless, considerable 
difficulties in the way. “Reconversion,” 
Brigadier General Leonard P. Ayres, of 
the Cleveland Trust Company, points 
out; “may turn out to be very different 
from the orderly procedure now being 
planned by Mr. Nelson and sponsored 
by Mr. Baruch . . . This process is now 
getting under way, and there is every 
likelihood that it will keep on spreading. 
It conforms to no prearranged plan be- 
cause it results from unforeseen military 
developments.” 


PRODUCTION 
Industrial production in 1943 was 20 
per cent above the total for 1942, the 
Federal Reserve Board Index reveals, 
and during most of the year it was about 
40 per cent above the “computed normal 
level,” of the Cleveland Trust Company. 
Schedules call for further increases in 
1944, with airplanes and merchant ship- 
ping supplying most of them, while out- 
(Continued on Page 2) 
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(Continued from Page 1) 
put of tanks and small arms ammunition 
will be very much smaller. 


NATIONAL INCOME 

National income for 1943 is estimated 
at $140,000,000,000, the highest figure 
on record, and $20,000,000,000 more 
than in 1942. 

In the boom year 1929, national in- 
come totaled, $82,500,000,000; and in 
1939, it was only $70,500,000,000. The 
depression low was $46,250,000,000. 

SECURITY MARKETS 

During 1943 the New York Stock Ex- 
change experienced the largest turnover 
since 1938. Almost 279,000,000 shares 
changed hands, more than twice the 1942 
volume. Bond trading volume reached 
the highest peak since 1936. 

Stocks will definitely go higher in the 
long run, Brookmire, Inc., predicts. The 
reaction evident in late 1943 “may well 
carry further,” its Forecaster declares, 
“and the market may be sensitive to 
peace scares or war shocks; but much 
higher levels will eventually be seen— 
impelled by inflationary forces.” 


AGRICULTURE 

Along with the phenomenal expansion 
in farm income during the war years 
has gone a not inconsiderable increase 
in the value of farm real estate. 

In some sections, the rise has been 
remarkable, notably in Imperial County, 
Calif., where average prices per acre 
rose 81 per cent between the first quarter 
of 1941 and the corresponding period in 
1943. Land values in the Indiana corn 
belt were up 43 per cent from the 1935- 
39 average by March 1943, and in Ken- 
tucky the increase amounted to more 
than 50 per cent. 

Forced sales of farm real estate are 
declining sharply, the Alexander Hamil- 
ton Institute reports. “For. the year 
ended March 15, 1943, the number of 
farms transferred by foreclosure of mort- 
gage, by bankruptcy, or by other meth- 
ods arising out of difficulty in meeting 
payments on indebtedness secured by 
farm real estate, was lower than for any 
year since 1920, amounting to 4.4 per 
thousand. Sales resulting from non- 
payment of taxes were also lower than 
for any year since 1920.” 
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WHAT MANAGERS ARE SAYING 








‘HUMANIZING’ FREE ENTERPRISE 


The problem of “humanizing” our free 
enterprise system is largely one of personnel 
management, but it goes much further than 
that. It rests on the foundation of our busi- 
ness philosophy. Too many people in this 
country hold what I call the “mechanistic” 
theory of industry. The natural sequel to 
this is the setting up of opposing forces within 
industry, ostensibly to establish “balance of 
power.” It is what I call the “pull-away” 
theory of industrial relations. 

It won’t work in the long run. All the 
human components of industry must pull on 
the same end of the rope if effective work is 
to be done. In my opinion, we must apply 
practical “humanics” in place of the mechan- 
istic approach. Otherwise, I do not believe 
our system will survive. 

We must give more than lip service to the 
principle that those who invest their lives, or 
a share of their lives, in the company for 
which they work have an investment in it 
which is more valuable even than that of the 
stockholders—most of us consider our lives 
more valuable than our own or other people’s 
money. Accordingly, if we are to preserve 
our free enterprise system, we shall have to 
find practical ways of giving those who work 
for the company a larger part in the conduct 
of its affairs. 

Whether it is too late for us who are 
managers or owners to satisfy this need and 
thereby preserve the individual initiative and 
responsibility inherent in free enterprise, I do 
not know. Certainly, if we are not defeatists, 
we must try—Executive Pottery Company. 


Our company, and every other company in 
this community intends to go beyond the 
letter of the Selective Service Act in according 
returning veterans their rights. The company 
has agreed to an equitable, common sense 
policy on this point, and our employees are 
a party to the agreement. 

However, we have reemployed a number of 
the returning veterans, and in most instances, 
it has not worked out. While none of the 
men had any physical disabilities to speak of 
or any mental maladjustments, they seemed to 
feel that, since they had gone through the 
hell of war, nothing was too good. As a 
matter of fact, all but one of them left our 
employ shortly after being rehired —Employ- 
ment Manager. 

KEEPING CUSTOMERS HAPPY 


We have followed an “all out for war” 
policy, since we feel it is our duty to do so. 
However, we are not altogether out of the 
civilian picture, and the result is that we 
have a serious problem. 

Some of our old customers see others 
getting our products when they are unable to 
obtain them, and, although we have done 
everything in our power to distribute what 
we have equitably, in many cases they are 
beginning to feel that we have let them down. 
We have used every device known to us to 
hold the good will of these customers (except 
supplying them with products, which, of 
course, we are unable to do), but it does not 
seem to be enough. 

No doubt you have other members whose 
problems are similar to ours, and we should 
like very much to now what they are doing, 
or plan to do, to regain the good will and the 
business of old customers.—Sales Manager. 


THE EXODUS FROM WASHINGTON 


Since I qualify as an “ex-WPB business 
executive” I read your article in the December 
29 Management News with real interest. My 





only suggestion is you might have added that 
many of us could neither tolerate nor under- 
stand the complete skepticism which erected 
the practical plans we proposed. 

I’m sure I went to Washington determined 
to give the best thinking and planning my 
many years in business had made me capable 
of giving. Yet I was forced to serve under 
men who had no practical or specialized busi- 
ness experience. Consequently, when they 
vetoed certain parts of my carefully worked 
out plan, I had no means of protesting, except 
by resigning and joining the “Exodus from 
Washington.”—Sales Promotion Manager. 


* oe Oe 


EMPLOYEE DISCIPLINE 

Many young boys and girls are receiving 
abnormally high compensation, and are giving 
very little in return. Attempts to enforce 
company rules and policies to increase pro- 
duction or to improve the quality of our 
product meet with the attitude, “If you don’t 
like it, fire us, and we can get a job some 
place else,” and this point of view seems to 
be spreading among older employees also. 
Because of the scarcity of labor, we are forced 
to tolerate many situations which would not 
be permitted to exist under normal conditions. 

When industry is again operating on a 
competitive basis, it will be absolutely neces- 
sary that employees adopt a different attitude 
and show greater efficiency—to say nothing 
of the possible necessity for reducing wages 
to meet competitive conditions. This, to me, 
constitutes one of the greatest problems of the 
postwar period. It means that we must re- 
educate our employees to accept changed 
conditions.—Industrial Relations Manager. 


* * 


UNION RELATIONS 

There is a growing tendency on the part of 
some industrial executives to believe that 
when the war is over they can invite the 
union officers in, tear up the contract, and 
throw it in their faces. Obviously such action 
would be just as destructive as many of the 
extreme policies followed by unions during 
the past several years.—Director of Industrial 
Relations, Steel Company. 


* me 


In the early postwar period we may see 
the greatest wave of strikes the country has 
ever experienced. «Our previous strike: peak, 
it will be recalled, came in 1919 when great 
numbers of miners, railroad men, longshore- 
men and others refused to acknowledge the 
need for readjustment of the inflated war- 
boom wage scales. We had martial law in 
Boston, Chattanooga, Seattle, and Omaha. 

I see great danger of a repetition of that 
situation, and I believe the main hope of 
avoiding it will be the continuation of some 
sort of agency, such as the present National 
War Labor Board, which can make striking 
an unpopular device.—Automotive Manufac- 
turer. 


Financial Conference 
Set for March 1-2 


Plans are under way for the AMA’s 
annual Finance Conference, March 1 an 
2, at the Hotel New Yorker, New York 
City. 

Special attention will be given to ac- 
counting problems of the transition 
period. 








RESEARCH DEPARTMENT 








Changes in Distribution 

One of the subjects about which the 
Research Department hears a great many 
rumors these days is the possibility of 
changes in our system of distribution. 
But it is difficult to be sure just how 
much reality lies behind the discussion. 

One fact is that a great many com- 
panies have had no goods to sell for a 
considerable period, and this has given 
them a chance to look into their former 
sales policies, examine other possibilities, 
and consider changes. In some cases, 
companies have been aware of weak- 
nesses in their methods, and are recog- 
nizing that the present period offers a 
chance to revamp their policies and pro- 
cedures and eliminate some of the weaker 
elements. 

In other cases the well-known impetus, 
“far pastures seem greener,” is at work. 
Marketing men have looked with envious 
eyes upon the distribution methods of 
their competitors, either with or without 
reason, and intend to try them out. The 
chances are that many in this group will 
eventually settle back into their old 
methods. 

Then those who have had a chance 
to see the over-all picture, in certain in- 
stances, feel that in some industries the 
various war orders and restrictions have 
actually been of benefit. “They have,” 
says one marketing executive, “forced 
the elimination of scattered and unprofit- 
able distribution, eliminated certain ob- 
noxious trade practices and ‘waste, and 
enabled us to produce and distribute 
more profitably.” He adds, however, that 

s@lthough he-hopes the business men_in 
his industry will continue along the same 
lines when restrictions are removed, his 
observations already made in_ visits 
throughout the country do not support 
his hope. On the contrary, he says, 
“Almost everyone everywhere is waiting 
for the day to come when he can jump 
with both feet right back into the old- 
time scramble. In fact, the chief worry 
seems to be whether they can get back 
into it fast enough to beat their com- 
petitors.” 


There does not seem, therefore, to be 
any real evidence of changes in our dis- 
tributive system. Back of the rumors are 
probably only the changes due to war 
restrictions and those from one old and 
accepted method to another. 


Still it is undoubtedly wise for com- 
panies to reexamine their policies and 


procedures, whether or not they finally 
decide to make any change. In this con- 
nection, the Dartnell Corporation, which 
has long been at work on research studies 
in the field of distribution, has prepared 
a study of selling through manufacturers’ 
agents. This channel of distribution, it 
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is felt, should be given serious considera- 
tion when special technical and engineer- 
ing knowledge is needed with regard to 
the product in question. The Corporation 
has also considered whether such agents 
should have exclusive territory with a 
commission on all business coming out 
of it, and presents a case study showing 
the circumstances under which such a 
policy seems to be successful. This case 
study also includes a form of agreement 
used for the exclusive agency. 
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RECONVERSION PROSPECTS 

Price and rationing controls will be 
eliminated after the war, according to 
Richard V. Gilbert, Economic Adviser, 
Office of Price Administration, but not 
immediately upon the signing of the 
armistice. 

Mr. Gilbert, who spoke at the Market- 
ing Conference, January 12-13, at the 
Waldorf-Astoria, New York City, be- 
lieves that the food situation will con- 
tinue tight until the fall of 1945, unless 
“by a miracle the European war should 
end sufficiently early in the year to per- 
mit of a full planting [in Europe] this 
spring.” On the other hand, he estimates 
that the speed with which many of the 
consumer durables will reappear will 
surprise most people. 

“By midsummer,” he said, “we should 
have ample supplies of the smaller hard 
goods. By the end of the year we shall 
be far beyond that. This process, which 
may be termed ‘reconversion,’ and which 
is already discernible, will really take 
hold when the European war ends . 
Within six months of that time, in my 
judgment, we shall be in relatively full 
production of consumer durables. By the 
time the Japanese war ends, not only is 
it probable that we shall have recon- 
verted for the production of cars, refrig- 
erators, washing machines, and a host 
of other items, but that we shall have 
been producing the items at peak rates 
for some time.” 


* * * 


PRODUCTION CONTROL 

With cutbacks and contract termina- 
tions becoming commoner, production 
control procedures take on added impor- 
tance. Contractors who are worried about 
obsolescence of their inventories would 
do well to send for the government man- 
ual described by Major W. R. Comber at 
the Production Conference, Control Sys- 
tem for Minimizing Commitments, Work 
in Progress, and Inventories. 

This pamphlet is obtainable upon re- 





quest to the Ordnance Department, U. S. 
Army, Industrial Division, The Pentagon 
(2E-414 SPOIX) Washington, D. C. 
* % & 
SAVINGS IN JU. S. 

Total individual savings in 1943 are 
estimated to exceed $30,000,000,000, 
S. Morris Livingston, of the Bureau 
of Foreign and Domestic Commerce, re- 
ported at the Marketing Conference. 
Prior to 1941, he pointed out, indivi- 
duals had never saved as much as 
$10,000,000,000 in any one year. 

“In 1942,” he said, “individuals saved 
more than $25,000,000,000. Of that total 
about $3,500,000,000 was used to retire 
installment debt. Another $3,000,000,- 
000 or $4,000,000,000 went into equities 
in real estate, insurance, and miscellane- 
ous securities. About $20,000,000,000 
was added to individual holdings of cur- 
rency, bank deposits, and government 
bonds. 

“, .. If the war lasts through 1944,” 
he added, “the total for the three years 
will be larger than the total income of 
individuals in the best pre-war year. In 
the three years ending December 31, 
1943, individual holdings of currency, 
bank deposits, and government bonds 
will have increased roughly $60,000,000,- 
000. The net additions to the individual 
holdings of these liquid assets in the 
one year 1943 will be larger than the 
individual and corporate accumulations 
during the two-year period April, 1917, 
to June, 1919, including all of World 
War I. 

“These funds constitute a reserve out 
of which people will be able to buy 
things that have not been available dur- 
ing the war, or to maintain their current 
expenditures in spite of temporary un- 
employment. More important, however, 
is the fact these holdings will enable 
the consumer to spend more of his cur- 
rent income after the war. He will al- 
ready have accumulated his reserves 
against the proverbial rainy day.” 








ACTIVITIES of the AMA 








Personnel Conference in Chicago, 
February 9-10-11, to Survey Current 
Conditions and Postwar Adjustment 

Personnel executives from all parts of the country will gather in Chicago on 


February 9, 10, and 11 at the Palmer House for AMA’s Midwinter Industrial Relations 
Conference. This annual featured meeting on the AMA conference calendar is ex- 





pected to have the largest attendance in 
the history of the Personnel Division. 

The Conference, which has been ar- | 
ranged under the direction of Lawrence | 
A. Appley, AMA Vice President for the 
Personnel Division, and Deputy Chair- 
man and Executive Director of the War 
Manpower Commission, will open with a 
review by Mr. Appley of the current 
manpower outlook. He will be followed 
by Colonel Warren Clear, Infantry, U. S. 
Army, who will speak on difficulties in- 
volved in the Pacific theater of war and 
what these difficulties mean in terms of 
the war’s duration and the manpower 
requirements that will have to be filled. 

An important session on Wednseday 
afternoon, February 9, will be devoted 
to a discussion on new labor demands. 
The speakers will include executives who 
have closely observed or actually par- 
ticipated in recent negotiations. Lee 
H. Hill, Vice President Allis-Chalmers 
Manufacturing Co., will be chairman. 

On Wednesday morning, the subject 
of industrial training will be featured. 
A. B. Gates, Director of Industrial Train- 
ing of the Eastman Kodak Co., will speak 
on “Appraisal of Industrial Training Ex- 
perience.” Following his talk, a presenta- 
tion will be given by the General Motors 
Corp. outlining the program of training 
which has been devised by GM. 

The dinner session on Wednesday 
evening will be addressed by the Hon. 
Ralph A. Bard, Assistant Secretary of 
Navy. His topic will be “What Victory 
Requires of Industry.” 

At other sessions of the meeting, 
devoted to reemployment of veterans, 
compensation trends, and progress in 
personnel research, speakers will include 
military figures, WLB officials, and man- 
agement executives. 

The Conference will conclude on Fri- 
day with a luncheon session devoted to 
“The Outlook for Postwar Labor Sta- 
bility,” which will be discussed by Sum- 
ner H. Slichter, of Harvard University, 
and Robert J. Watt, International Repre- 
sentative, American Federation of Labor. 





Lawrence A. Appley 





Packaging Exposition 


Enlarged Once More; 
‘Booths Now Available 


So great has demand for space in the 
Packaging Exposition been that the 
American Management Association has 
arranged for large additional space at 
the Palmer House to accommodate com- 
panies who were unable to obtain space 
in the area originally laid out for that 
purpose. 

The Exposition, which is sponsored 
annually by the American Management 
Association, will be at the Palmer House, 
Chicago, March 28-31, 1944. 

The original area to be occupied by 
the Exposition was the exhibition hall 
at the Palmer House. All booths were 
leased in this section within two weeks 
after the announcement of the show, by 
past exhibitors and AMA member com- 
panies. Thereupon a small additional 
space was obtained on another floor. 
This, too, was immediately leased and 
numerous requests continued to be re- 





ceived at AMA offices from packaging, = 


packing, and shipping suppliers seeking 
extra space in the Exposition. 

AMA, accordingly, concluded arrange- 
ments with the Palmer House for use 
of the Red Lacquer Room. This room, 
located on the fourth floor of the hotel, 
is directly opposite the exhibition hall 
and so within easy access of all persons 
visiting the Exposition. 
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built up a distorted conception of his 
place in the war economy. The grim 
realities of the business of war produc- 
tion—production that will be paid for 
by sweat from the brows of workers not 
even born—production for killing—pro- 
duction for destruction—have been 
glossed over with a hazy unreality called 
glamour—the ersatz incentive of our 
times. 

4. The only valid incentive for work- 
ers in a wartime economy—the incentive 
of victory—has thus far in our produc- 
tion effort been only partly utilized. In 
fairness, of course, to many, many com- 
panies and their workers, it must be said 
that this does not apply to all our war 
plants. Some concerns, despite an un- 
favorable outside atmosphere, have been 
able to keep the realities before their 
employees, and the workers in turn have 
not only turned in magnificent records 
of performance but have taken a serious, 
even grim, approach to their task. 

5. Generally speaking, the attitudes of 
war workers form a problem of immense 
importance to management—one that 
may grow more acute now that produc- 
tion is shifting and cutbacks and termi- 
nations are becoming more frequent. The 
difficulties that can grow out of these 
attitudes when production for military 
use has actually ceased altogether—difh- 
culties involving the reeducation of 
workers to the realities of normal indus- 
trial life—are almost beyond imagining. 

As a reminder of the stiff struggle 
before us, national service is possibly 
the sternest device that could be utilized. 
It will, however, be only a “shot in the 
arm” for no legislation can be expected 
to transform a collective condition of 
mind built up over such a long period. 


Lib & oda. 











